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unique 3,700 ve ee American. The Welland Canal links 
kilometre inland Lake Ontario and Lake Erie with a 
waterway, the Seaway series of eight locks. The locks and chan- 
brings cargoes to and from 15 major nels accommodate vessels 225.5 metres long, 
international ports and some 50 regional ports in 23.8 metres in beam, and 8 metres in draft. 


the industrial centre of North America. A conve- 
nient, environmentally friendly, energy-efficient 
and safe transportation route, the Seaway is a sig- 
nificant economic asset. In 43 years of operation, 


The St. Lawrence 
Seaway Management 
Corporation (SLSMC) 


it has carried more than two billion tonnes of Established in 1998 as a not-for-profit corpora- 
cargo, worth over $400 billion. Every 10,000 tion by Seaway users and other interested par- 
tonnes of general cargo handled by a Great Lakes : ties, the SLSMC operates the Canadian assets of 
port contributes more than half a million dollars the St. Lawrence Seaway for the federal govern- 
in local economic benefits. In Canada, the Seaway : ment, under a long-term agreement with 
supports more than 17,000 jobs, in direct and Transport Canada. As well as the Seaway locks 
indirect services to the transportation industry, and channels, the SLSMC is responsible for the 
shipping, and the Seaway itself. Saint-Louis de Gonzague Bridge, Valleyfield 
Bridge, Townline Tunnel, and all Seaway-relat- 
The Seaway Locks ed leases and licences. 
Variade The Seaway proper is a series of 15 locks and 


Our Mission 


ullough, connecting channels in two sections — the 
ice Person, Montreal/Lake Ontario (MLO) section, and the We pass ships through a safe and reliable 
i os Welland Canal. Between Montreal and Lake waterway system in à cost-effective, efficient 
- at Lock 1 Erie, the Seaway gradually rises 183.2 metres and environmentally-friendly manner to meet 
land Canal (602 feet), the height of a 60-storey building our customer's transportation needs. 


above sea Vi 
level: More. 7 
than 255,000 

vessels from 
50 countries 8 


Our vision is aha the Seaway will become he 


to the Iroquois Lock. 24-hour navigation began 
opening day on the Welland Canal and April 14 
on the Montreal/Lake Ontario (M.L.O.) section, 
where ice had delayed the installation of illumi- 
nated buoys. The last ships exited St. Lambert 
Lock and the Welland Canal on December 24, 
ending a navigation season of 277 days. 

The mild economic recessions in both 
Canada and the United States led to traffic and 
revenue reductions for the Seaway in 2001. A 
less active steel industry reduced movements of 
related commodities (iron ore, coal and steel 
imports), and lower Canadian and U.S. grain 
exports contributed to the decrease. Cargo 
movements on the M.L.O. section amounted to 


30.28 million tonnes, 14.4% (5.11 million Despite reduced traffic and revenue, the 
tonnes) less than in 2000. Traffic on the Corporation has met its business plan targets 
Welland Canal totalled 32.48 million tonnes, a for the fourth year in a row, and increased its 
decrease of 11.2% (4.09 million tonnes). The ‘ notional reserve account to $12.057 million. 
2001 combined Seaway traffic reached 41.71 Accordingly, the mandatory 2% toll increase 
million tonnes, a decrease of 10.42% from the - for the 2002 season will once more be reduced 
2000 total of 46.55 million tonnes. : by 1.5%. 


Since Seaway traffic levels are affected by 
larger economic concerns and fluctuations, 


Financial Highlights 


enues totalled $64.495 million. The Corporation consistently done better than required for the 
ended the year with a $2.118 million excess of 
_ expenses over revenue. | oe 


A total of $22.750 million was spent on repairs  SLSMC has little control over revenue. The main 
and maintenance under the asset renewal pro- factor in the Corporation’s success in meeting its 
gram. Operating costs, including staff salaries and: business plan targets has been control of man- 
benefits, amounted to $53.216 million and rev-  : ageable expenses, an area in which we have 
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last four years. — i 
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President's Message 


| ith the 2001 navigation season, the 

| SLSMC concluded the fourth year of its 
current five-year agreement with the Canadian 
Government. And for the fourth consecutive 
season, the Corporation controlled its costs 
substantially better than foreseen in the busi- 
ness plan, keeping manageable costs down to 
93.6% of the allowable target. Consequently, 
the Corporation’s Reserve has increased by 
$3.582 million and this primary measure of 
our success now stands at $12.057 million. 
Again this year we are able to apply a 1.5% 
rebate to the 2% increase in cargo tolls and 
ship charges, mandatory under our agreement 
with Transport Canada. Our full-time equiva- 
lent personnel count stands at 619, appreciably 
fewer than the 664 foreseen in the business 
plan. 

This achievement is all the more remark- 
able, given the noticeable reduction in vessel 
traffic last year and a number of extraordinary 
expenses. Ice conditions persisted until the sec- 
ond week of April on the Montreal/Lake 
Ontario section, adding to the costs of early 
opening, and additional security costs were 
incurred for the Free Trade Area of the 
Americas Quebec Summit. The August 11, 
2001, incident involving the MV Windoc and 
the Allanburg Bridge called for a massive effort 
in immediate repairs and, together with the 
events of September 11 only a month later, 
caused a 269% rise in the Corporation’s insur- 
ance premiums. 

The Seaway, like most North American 
institutions, has been permanently affected by 
the events of last September 11. Security has 
become a significant priority, with operational 
and budgetary impacts. We have developed 
joint security plans for the Seaway with all orga- 
nizations that have an interest, including police 
forces in Quebec and Ontario, the Royal 
Canadian Mounted Police, National Defence, 
Transport Canada, the two Coast Guard organi- 
zations, and other stakeholders in Canada and 
the United States (U.S.). 


rs 


Asset renewal costs including capital asset 
acquisitions amounted to $24.513 million in the 
2001/2002 fiscal year, again below the allowable 
business plan targets. Contracts were generally 
negotiated for lower prices than budgeted but, 
in accordance with our agreement with 
Government, some of these savings were invest- 
ed back in work already identified but dis- 
placed by the accident in the Welland Canal or 
simply deferred. The excess of expenses over 
revenues, before transaction costs and the spe- 
cial examination, is $14.625 million. This illus- 
trates clearly the negative impact the steep 
decline of traffic has had on the SLSMC, despite 
a sterling performance in cost control and a 
navigation season of 277 days, tied for the sec- 
ond-longest in the history of the Seaway, 
extending from March 23 to December 24. 

The Seaway’s traffic levels reflect the state 
of the North American economy, which had 
been sluggish since the end of 2000, and 
became increasingly so after September 11. The 
traffic downturn experienced in the last three 
months of 2000 continued all through the 2001 
season, lowering toll revenues by more than 
14% from the previous year, to which the rebate 
of 1.5% must be added. 


Seaway Becoming a 
World Leader 


Challenges notwithstanding, the 2001/2002 fis- 
cal year proved to be eventful and productive. 
It saw the signing of a new three-year collec- 
tive agreement with the unions, the completion 
of a joint job evaluation for pay equity, and 
important advances in applying information 
technologies to support the launch of our new 
Web site and the successful testing of the auto- 
matic vessel identification system, among other 
achievements. Concurrently, new programs 
such as performance management (SMART) 
and the process-centred organization have 
matured and are noticeably improving how the 
Corporation functions. Indeed, the shift in cul- 
ture has become more and more evident this 


year. If the many reviews and surveys we 
underwent during 2001, conducted at the 
Government’s behest and culminating in a 
Special Examination, have often stretched the 
organization to its limits, they also have shown 
consistently the high degree of commitment 
and professionalism that Seaway personnel 
have attained. 

In many ways, the Seaway has become a 
world leader in the use of technology to 
improve marine transportation. Of two strik- 
ing examples, the first is Automatic 
Identification System (AIS). This is a comput- 
er-based technology that, linked with the 
Differential Global Positioning System, permits 
ship-to-shore and ship-to-ship communica- 
tions and allows real-time display of vessel 
location, speed and estimated time of arrival 
(ETA). At the leading edge of technology, the 
system will eventually revolutionize naviga- 
tion in restricted waters. The Canadian and 
U.S. Coast Guards, as well as the International 
Maritime Organisation are working to imple- 
ment this system across their jurisdictions by 
2004/2005. That means AIS will soon be in 
place throughout the whole Seaway/Great 
Lakes basin, bringing greater safety and 
greater efficiency to the entire waterway. 

The second example of customer service 
through new technology is the binational 


Seaway Web site we launched last year. It has 
an increasing number of new features and is 
proving extremely popular, regularly getting 
over 70,000 hits a month. The site has become 
the single most comprehensive source of infor- 
mation for commercial navigation in the 
Seaway System, and we have expanded it to 
provide one-stop shopping for current and 
potential customers with a new range of on- 
line business services. We have also introduced 
an e-mail-broadcasting feature to distribute 
Seaway notices and other information to users 
electronically, rather than by mail. 


A Call for Long-term Change 


Nevertheless, despite such achievements, the 
coming year is likely to prove the most 
demanding yet for the Corporation — because 
we need to set some far-reaching changes in 
motion. The St. Lawrence Seaway is a key con- 
tinental resource, strategically located, yet one 
that is under-utilised partly because of an out- 
dated infrastructure. While we can expect traffic 
to increase somewhat as the economy picks up 
speed, the seasonal nature of the waterway, the 
size and age of our locks and the comparatively 
shallow depth of our channels will continue to 
present obstacles. 

Lake St. Clair and the Welland Canal are 
currently limited to a 27’ depth, while other 
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À hetual 7) Business Plan (4 year) 


Excess Total 
Costs over 
Revenue 


Asset Renewal 
including Capital 
Expenditures 


(14.298) 119.987) I 


: Expense 

: categories in the 
: Business Plan 

: differ from the cat- 
: egories used in 

: the Financial 

: Statements. We 
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: the financial 

: results in this 

: graph for 

: purposes Of com- 
: parison with the 


Business Plan. 


Includes payments in-lieu of 
taxes of $1.064 millions 
not paid by the Corporation 


channels in the system can accommodate ves- 

sels up to 30’. There is no doubt that thirty- 

foot channels throughout would substantially 
improve the efficiency of the existing Great 

Lakes St. Lawrence Seaway (GLSLS) system 

and fleets. 

The length of our navigation season is 
another limiting factor. Apart from navigation 
under winter ice conditions, which could be 
solved, given the progress of technology like 
AIS, the system’s aging infrastructure needs 
major annual maintenance. Thus the age of our 
locks contributes to limiting our navigation sea- 
son. And their size, in the long term, will contin- 
ue to restrict the size of vessels we can accept, 
even if we increase channel depth. The trend 
today is to larger and larger ocean-going vessels, 

- and our market share is consequently shrinking. 
The maintenance of the Seaway is already 
becoming more difficult and will become 
increasingly costly in the future. Recent studies 

_ already recommend lock replacement instead of 
ongoing maintenance of the aging structures. 
Clearly, some major investment decisions have 
to be made soon, 
and if they are to be 
wise decisions, they 
must take into 
account a great vari- 
ety of economic, 
environmental, finan- 
cial and engineering 
factors. 

We have undertak- 
en channel mainte- 
nance work to 
increase vessel draft 
throughout the sys- 
tem by 3” in 2003, 
while still leaving an 
adequate safety mar- 
gin; every inch of 
additional draft 
increases the load 
capacity of a 
Seaway-max vessel 
by 100 tonnes. At 
the same time, 
Seaway ports are 
looking to increase 
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their capacity as well. The long-term strategy 
would be to modernize both channels and 
ports throughout the entire system to accom- 
modate larger and larger ocean-going vessels. 
We have a working group researching the 
business case for season extension using the 
set opening and closing dates of March 25 and 
January 15 at the Soo Locks. Our ultimate goal 
has to be 12-month navigation over the entire 
system. 

We are also proceeding with other initia- 
tives to attract more customers. Work continues 
with the Maritime Associations, the Waterway 
Strategic Issues Forum (WSIF), and other stake- 
holders, from shipowners to terminal opera- 
tors, to pilotage and Coast Guard organiza- 
tions, to government departments, to increase 
efficiency and develop a new vision. The 
report A 20/20 Vision for the Future describes 
the major goals to be achieved, identifying the 
key players. And the WSIF complemented this 
work with action plans to support some of the 
conclusions. 

A steering committee, under the umbrella 
of the Chamber of Maritime Commerce, is co- 
ordinating implementation of the WSIF recom- 
mendations. A symposium last summer in 
Thunder Bay defined some of the impediments 
and inefficiencies at the Port and drew up a 
mandate for a Logistics Study on virtual 24/7 
operations, and improving terminal efficiency 
and inter-agency co-ordination, among other 
issues, 

But we have reached a watershed of sorts 
in terms of small-scale and short-term improve- 
ments. To remain competitive in the long term, 
we will soon need to make changes radical 
enough that they must be integrated with 
upgrades to the rest of the Great Lakes/St. 
Lawrence System. The Seaway has potential to 
contribute much more to the Canadian econo- 
my and national interests than it does now. 
However, we cannot approach decisions from a 
narrow corporate or even national viewpoint. 
Anything we do on the Seaway has implications 
for the whole system; and the quality and 
prospects of the whole system inevitably affect 
our own operations. The system-wide approach 
is essential, and long-term, carefully planned 
innovation is the key. 


And innovate we must. The principal 
stakeholders in marine transportation on both 
sides of the border must look at and address 
numerous duplications of service to reduce 
costs and increase competitiveness. And we 
must, together, form a co-ordinated plan to 
increase the accessibility and marketability of 
the entire system. Our focus in the coming 
year will be to lay the groundwork for the nec- 
essary actions. Much of what we will be able 
to do will be dictated by our next five-year 
business plan. 


Towards a New 
Planning Cycle 

Seaway operations are guided by a five-year 
business planning cycle, based on our agreement 
with Transport Canada. The business plan sets 
specific targets for operating and asset renewal 
costs, as well as anticipated revenues. Since com- 
mercialization in 1998, we have consistently pro- 
gressed in making the Seaway more business-like 
and in containing our costs. In the first five years, 
our emphasis was on technology, e-business and 
initiating a system-wide approach. 

The primary goal of the next business 
plan, which will take effect in April 2003, will 
have to be the sustainability of the system. 
Senior management has developed objectives 
and strategies for the renewal of the 
Management Agreement with Transport Canada 
that will set self-sufficiency as the Corporation’s 
principal objective over the next five years. 

An exploratory meeting with Transport 
Canada (TC) tested the principles and philoso- 
phy that would govern the upcoming plan and 
agreed on the negotiation process and 
timetable. TC officials are receptive to the idea 
of self-sufficiency and endorse a continuing 
role for the Department in sharing the funding 
for business development and long-term plan- 
ning projects like modernizing navigational ser- 
vices. Transport Canada is also undertaking due 
diligence audits on various aspects of our pro- 
posal through Consulting and Audit Canada. 


Research Can 
Show the Way 

It has long been apparent that every factor 
in the Great Lakes/Seaway System is dependent 
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on every other factor, and cannot be considered 
in isolation. I cannot stress enough that the 
Seaway is a binational waterway, and we must 
be concerned with what happens in the entire 
Great Lakes basin. It is essential to increase and 
strengthen co-operation among all organisations 
involved in this larger system. 

To help achieve this goal, we hope to 
launch an important study this year on the mod- 
ernization and future governance of all marine 
navigation services in the system. These are the 
services provided by the Canadian and U.S. 
Coast Guards, the Laurentian and Great Lakes 
Pilotage Authorities, as well as the Canadian and 
U.S. Seaway Corporations. Also par- 
ticipating in the study will be 
Transport Canada and the 
Department of Fisheries 
and Oceans. What we 
hope will result is a 
co-ordinated, 
str eaimilkimrerd 
approach that cuts 
out duplication and 


~~ To remain 
competitive... we will 
soon need to make 
changes radical enough that 
they must be integrated with 
upgrades to the rest of 


unnecessary costs, the Great Lakes/ 
and provides efficient St. Lawrence 
joint service on both System 


sides of the border, 
throughout the entire water- 
way basin. 

We are also recommending that Canada 
take on a major role in the Great Lakes 
Navigation Study. This is a bi-national multi- 
phase review, presently managed by the U.S. 
Army Corps of Engineers (USACE) under 
Congressional directive, of the feasibility of 
improving commercial navigation on the entire 
Great Lakes/St. Lawrence Seaway system, 
including locks, dams, harbors, ports, chan- 
nels, and other related features. The geograph- 
ic scope of the study ranges from Duluth on 
the west to Montreal on the east. 

The SLSMC and the Saint Lawrence 
Seaway Development Corporation worked 
closely with the USACE in the first phase of 
the study, the Reconnaissance Phase. So far 
the research suggests that a modernized 
Seaway could generate important increased 
economic development in central North 
America. 


The next phase of research would consist 
of engineering and economic studies to deter- 
mine the feasibility and cost of simply maintain- 
ing existing structures for an extended period. 
This “50-Year Plan” would establish best prac- 
tices for the maintenance of the Seaway and 
dictate the timing when structures should even- 
tually be replaced and their optimum size. The 
remaining feasibility effort will investigate thor- 
oughly the economic, social and environmental 
effects of large and small-scale capital improve- 
ments and ecosystem restoration. The research 
will examine everything from small changes, 

such as better lock maintenance, to radi- 
cal restructuring, such as building 
entirely new and larger locks. 


balanced approach. A strong Canadian initiative 
here will ensure that all alternatives are proper- 
ly evaluated in a binational forum. 

We believe Canada’s participation is a wise 
investment. The Seaway needs more work, and 
it needs a good long-term plan to ensure that 
money is spent to the best advantage. This study 
offers the opportunity to achieve such a plan, 
one that is harmonized to conditions and needs 
on both sides of the border. 

The strategic importance of studies like 
these to the future of the Seaway cannot be 
over-emphasized, and neither can the joint 
Canada/U.S. participation we strongly recom- 
mend. This is vital if truly efficient transporta- 
tion is to continue to serve the economy of the 


The 
research willl 
examine everything 
from small changes to 
radical restructuring, such 
as building entirely 
new and larger 
locks. 


heartland of North America with the right bal- 
ance between commercial and public interests. 


A Final Word 


Having decided to resign from my position 
at the end of the next fiscal year, I have already 
launched the process for identifying the new 
President and CEO who will lead the Corpor- 
ation through these coming, exciting years. I 


The results will include engi- 
neering and cost estimates 
for maintenance of the 
existing system and future 
costs for various proposed 
improvements to the 
infrastructure; justification 
of proposed improvements 
in terms of economic bene- 


fits; and an environmental 
impact assessment of the various 
alternatives, the potential mitigating 
measures and their costs. 

The SLSMC strongly recommends that 
Canada take the lead in continuing this study as 
the most practical method of arriving at realistic 
information for enlightened decisions on future 
investments in cargo marine transportation. 
Provision of equal funding will give us equal 
say, and better control of input to the study, 
along with its output. While the USACE brings 
engineering expertise to the project, SLSMC can 
bring the business point of view to the table, 
represent a wide variety of users, and ensure a 


believe that together we have prepared a solid 
foundation from which the new Chief Executive 
will be able to guide the SLSMC even further 
along the path of success. 

I would be remiss not to express my heart- 
felt thanks to the Members of the Board for 
their active counselling, to my colleagues on 
the Management Committee for their unswerv- 
ing support, dedication and leadership and, 
most of all, to all SLSMC employees for their 
co-operation and unfailing efforts. Your backing 
for the past four years has been valued and 


appreciated. 
2 


Guy Véronneau 


Operational Report 


Goals and Achievements 
2001/2002 


Te Corporation worked on 46 key projects 
related to the strategic objectives of the pre- 
sent 2001/2004 Strategic Plan, of which 16 were 
identified as “must” or “priorities”. These are 
listed in the table below. A number of these are 
multi-year projects, spanning more than one fis- 
cal year. The four projects that fall into the 
“must” category include developing a strategy 
and carrying out negotiations for the next 5-year 
Business Plan, follow-up on the Special 
Examination, participation in the U.S. Army 
Corps of Engineers Great Lakes Navigation 
Study — Reconnaissance Phase and implementa- 


tion of a transition program for the future CEO, 
part of the succession planning program. 

Other high-priority projects deal with issues 
such as strategic operational staffing, managing 


attendance and training of management and 
supervisory personnel in leadership develop- 
ment and change management. We also plan an 
Operations Centre functional study, which 
would include such elements as remote opera- 
tion of bridges and infrastructure monitoring. 
The budget makes provisions for exploring new 
tools in operations, as well as for AIS integra- 
tion and deployment. Continued development 
of the Web site and introduction of other new 
e-business opportunities are ongoing. 

In addition to monitoring goal-related pro- 
jects, the Corporation regularly assesses its per- 
formance using a wide range of computerized 
performance evaluation measures developed 
and refined over some time. These include sta- 
tistics on vessel transit times, vessel incidents, 
the employee safety record, response time for 
various customer transactions, and many others. 


based on job evaluation 
Union contract negotiations 


Develop and implement Gucrescion Plan 
Change management and leadership development 
7 Design/implement compensation program 


‘Completed © 
In progress 


Completed 
Completed 


Information Technology & 
Telecommunications (IT&T) 


in most corporations, IT&T services are of 
trategic importance to the efficiency of the 
SLSMC. Information technology systems have 
now become such indispensable tools for the 
Corporation’s daily activities that IT staff have 
been consolidated into one group with its own 
offices at corporate headquarters and regional 
support facilities. The group monitors LAN/WAN 
efficiencies, server and application readiness, 
and desktop environments, maintains the Web 
site and the corporate Intranet, and provides 
Help Desk services for all employees. 

An updated maintenance and support 
approach was required for effective manage- 
ment of the many systems deployed throughout 
the organization, which are ever increasing in 
complexity. IT&T developed an organizational 
model for its services, based on the principles 
of customer focus, best practices, and self-mea- 
surement and evaluation. 


Practices industry no. 
: practices; these are then 
embedded into core policies 
and procedures. 

Use tools to measure 
operational activities and 
effectiveness (for instance, the 
Help Desk system); work in 
continuous improvement 
mode to ensure staff always 
has access to the most reliable 
and useful systems. 


Self- 
Measurement 


Telecommunications 


During the last year the telecommunications 
services group reviewed the corporation’s 
telecommunications infrastructure. As a result of 
the study, the Corporation advanced the migra- 
tion of the telecommunications network to the 
ATM (Asynchronous Transfer Mode) technology. 


The ATM network, being a packet-switching 
technology, is capable of integrating multiple 
types of traffic, including voice, video and data. 
Upgrading the telecommunications infra- 
structure has brought a number of benefits: 


e Flexible, simplified management of 
backbone requirements 
e Improved reliability and redundancy 
Scalable, high capacity bandwidth 
e Improved application performance at 
reduced cost 
— Higher speed, higher volume 
— Larger variety of network applications 
possible 
- Higher quality of service 
e Consolidation of computing resources 
+ Lower access costs ($ per kilobit) 


@ 


Also in the past year, the need has 
increased for employees working outside the 
Corporation’s offices to have secure access to 
centralised corporate data. To create business 
efficiency and reduce costs, a Virtual Private 
Network (VPN) has been implemented. It pro- 
vides a relatively inexpensive means of extend- 
ing the corporate networks out to mobile/ 
remote workers, replaces expensive leased lines 
with site-to-site communication, and permits 
secure communication with business partners. 


Traffic Management System (TMS) 


The TMS has been updated to integrate a 
new geographic information system (GIS). The 
selected GIS is a commercial, off-the-shelf prod- 
uct, which supports a high performance map- 
ping/graphical interface in addition to various 
types of geographic mapping standards. This 
update to TMS improves system performance, 
resolves outstanding deficiencies and lowers life 
cycle costs while increasing flexibility. 


Automatic Identification System 
(AIS) 

The ship-to-shore and ship-to-ship communica- 
tions system with real-time computer display of 
vessel location and speed is well on the way to 
implementation. Transponders were procured in 
February 2002, and antennas and other equip- 
ment at shore stations were to be installed by 
the end of June 2002. Tests of the signal cover- 


age were completed with excellent results, and 
operational testing will begin July 2002. Various 
tests and trials of shipboard AIS/ECDIS units by 
carriers will occur during the July to December 
2002 period. 

Mandatory AIS carriage on the Seaway has 
been postponed to opening day of the 2003 
navigation season at the request of Seaway 
users, to give them time to obtain transponders 
and equip their ships during the off-season. 

The SLSMC will partner with other agen- 
cies, such as the Canadian and U.S. Coast 
Guards and Transport Canada to extend AIS 
coverage to the entire Great Lakes and eventu- 
ally to the lower St. Lawrence River, making 
ours the largest application of AIS to an inland 
waterway anywhere in the world. AIS will also 
be integrated into the Seaway binational Web 
site, permitting subscribers access to up-to-the- 
minute position information and other data 
about the progress of their vessels through the 
waterway. 


Web Site and E-business 


The goals of the Seaway’s binational Web site, 
launched last year, were to create a comprehen- 
sive, single source of information for commer- 
cial navigation on the Seaway System, and to 
provide one-stop shopping for current and 
potential customers. The site was built in three 
releases, and with the third release this spring is 
now fully interactive. 

The site is innovative, and makes effective 
use of leading-edge technology for easy use 
and visual appeal. Release 1 provided static 
shipping and navigation information, environ- 
mental data with water levels and wind 
speeds, and links to every organisation, port, 
and government agency involved with the 
Great Lakes and Seaway in both Canada and 
U.S. Release 2 added real-time information 
and a search engine. 

The current and third release brings e- 
business applications to a new level for the 
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marine industry. The cargo-matching feature 
allows Seaway customers with empty vessels 
to find cargoes, or shippers to find convenient 
vessels. A cost calculator produces instant cus- 
tomized cost estimates for point-to-point ship- 
ping via the Seaway. Authorized ship-owners, 
operators or agents also have access to their 
real-time vessel transit information (fed from 
AIS), as well as on-line access to their account 
information. They can also complete and file 
all pre-clearance and transit declaration forms 
on-line, and may be able to eventually carry 
out electronic credit checks and payment 
transfers. 

While access to the Web site and navigation 
information is free, access to the e-business 
pages will be through a paid subscription plan 
All applications are now ready for on-line 
implementation. 
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Our Web traffic 


consists primarily of 


commercial users 


originating from over 


85 countries. 


The new 
e-business 
applications 
allow Seaway 
customers to 
complete on-line 
filing of pre-clear- 
ance and transit 
declaration forms, 
and provide 
access to up-to- 
date account 
information. This 
information is 
restricted to 

| authorized 
subscribers. 
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The 2001/2002 
Navigation Season 


The Basics 


Seaway opened to navigation 
March 23, 2001 


Ice conditions at the Lake Erie entrance and 
in Port Colborne Harbour until April 7, on 
Montreal/Lake Ontario (M.L.O.) section until 


April 14 


24-hour navigation began opening day on 


Welland Canal, April 14 on M.L.O. 


Draft increase from 7.92 to 8.0 M in effect 
on Welland Canal for entire navigation 


season, from April 9 on the M.L.O. 
Navigation season lasted 277 days 
Vessel transits: 

M.L.O. section: 2,588 vessels, 
compared to 2,975 in 2000; 
average demand 9 vessels 

per day 

Welland Canal: 3,389 vessels, 
about 40 more than 2000; 
average daily demand was 

11.9 

Seaway remained open 

beyond announced closing date 
due to traffic demand (17 vessels 
transited December 21-24) 
Favourable weather conditions 
allowed waiver of surcharges for 
December 21 to December 23, 
with surcharge for Dec 24 


remaining in place; no special agreements 
were needed for late transits 

+ The last vessel (Pétrolia Desgagnés) exited 
St. Lambert Lock on December 24 


Cargo Traffic Highlights 


Mild economic recessions in both Canada and 
the United States led to significant traffic and 
revenue reductions in 2001. A less active steel 
industry reduced movements of related com- 
modities (iron ore, coal and steel imports). 
Lower Canadian and U.S. grain exports con- 
tributed to the traffic decrease. 

Cargo movements on the M.L.O. section 
amounted to 30.28 million tonnes, a 14.4% or 
5.11 million tonne decrease from 2000. Traffic 
on the Welland Canal totalled 32.48 million 
tonnes, a decrease of 11.2% or 4.09 million 
tonnes. 

Combined Seaway traffic reached 41.71 mil- 
lion tonnes, a decrease of 10.42% from the 2000 
results of 46.55 million tonnes. 


Commodity Data 


Grain 

¢ Poor harvests, strong competition decreased 
Canadian grain traffic to well below 
Seaway’s five-year average 

° MLL.O. decrease: 10% (0.68 million tonnes) 
to 6.11 million tonnes 

¢ Welland Canal decrease: 9.7% (0.67 million 
tonnes) to 6.21 million tonnes. 

e American grain traffic affected by fewer 
ocean vessels in the Lakes and poor harvests 


Combined Traffic by Commodity 2001/2002 


M.L.O. decrease: 12.2% (0.70 million tonnes) 
to 5.02 million tonnes 

Welland Canal decrease: 9.6% (0.57 million 
tonnes) to 5.41 million tonnes 

Total grain traffic decreased by 10.7% to 
11.16 million tonnes on the M.L.O. and by 
9.5% to 11.65 million tonnes on Welland 
Canal 


Iron Ore 


Less active American steel industry reduced 
movements from Labrador mines to 


American facilities in upper Great Lakes by 


36.3% (1.40 million tonnes) 

Movements to Hamilton from Labrador 
mines increased by 0.70% (34,280 tonnes) 
Decrease of 71.0% (661,900 tonnes) in ship- 
ments from Great Lakes mines to Hamilton 
Shipments to Nanticoke increased by 85.6% 
(203,600 tonnes) for a total of 441,400 tonnes 
Imports through Quebec City decreased by 
65.4% (601,600 tonnes) 

Total ore traffic on the M.L.O.: 8.38 million 
tonnes, a decrease of 17.5% or 1.78 million 
tonnes. 

Total ore traffic on the Welland Canal: 3.49 
million tonnes, a decrease of 43.1% or 2.64 
million tonnes. 


Coal 


Coal movements increased to compensate 
for supply difficulties in 2000 and to fill 
additional demand by industries along the 
St. Lawrence River and Maritimes 

Traffic increased by 21.8% (73,000 tonnes) 
to 0.41 million tonnes on M.L.O. and by 


10.5% (458,000 tonnes) to 4.8 million 
tonnes on Welland Canal. 


Other Bulk 
+ Despite unfavourable economic condi- 
tions, there was a small increase in 

bulk traffic through both sections 

e M.L.O. increase: 0.2% (15,000 tonnes) 
to 7.30 million tonnes, with petroleum 
products, gypsum and salt rising, all 
other bulk commodities decreasing 

+ Welland Canal increase: 657,000 tonnes 
(0.8%) to 10.34 million tonnes; petrole- 
um products, salt, cement and stone 
increased; all other bulk products 
decreased 


General cargo 


¢ Lower import levels caused decreases of 
40.7% (2.06 million tonnes) on M.L.O. and 
37.5% (1.32 million tonnes) on Welland 
Canal, for total traffic of 3.00 and 2.21 mil- 
lion tonnes respectively. 


Welland Canal (million tonnes) 


Partnership in Action 
for Better Customer Service 


We've talked to our customers to find out what 
they expect from us and, together with SLSDC, 
we put in place some Seaway-wide level-of-ser- 
vice objectives. We have performance measures 
for all that we do, from transit time to how long 
it takes to respond to a customer’s request for 
information, and everything in between. Mon- 
itoring the results against our level-of-service 


Traffic to/from Canada 2001/2002 


From Foreign 8% 


To Foreign 10% 
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3,000 
goals tells us where we need to put in 2,500 
more effort to keep customers happy. 2,000 2.000 

Also with our American partners, we 1500 

have a plan to help us communicate bet- | 1,500 
ter and more frequently with customers, 1,000 1,000 
and an organised complaint management 500 . 0 
system that is getting good reviews from 0 : 1998/1999 1999/2000 
Seaway users. 1997/1998 2000/2001 0 


We began last year to implement the 2001/2002 
three-year business development plan 
we worked out jointly with SLSDC, to promote 
the Seaway through trade missions and at trade 
shows and symposia in North America and 
abroad. We’re working closely with the Great 
Lakes Cruising Coalition, and together we are 


having some success in attracting more cruise 

ship traffic to the Seaway/Great Lakes system 

and its ports. 

Finally, SLSMC and its partners regularly 
invest in research to identify areas where we 
can improve services to Seaway users and seek 
new customers. In the works for 2002: 

e a market growth potential study that will 
evaluate the economics of the Seaway sys- 
tem and identify new opportunities 

e the latest in our series of competitiveness 
studies, to see how the Seaway stacks up 
against road and rail for various types of 
cargo on selected routes 


Opening the Seaway to 
Heavier Vessels 


With the participation of Transport 
- Development Corporation and Université Laval, 
15 Fleet Technology completed a detailed squat 
- study in 2001 to establish the feasibility of 
: increasing Seaway draft. “Squat” is the extra 
1999/2000 4 5 depth to which a ship sinks into the water at 
1998/1999 2000/2001 speed. Along with the final report came a 
1997/1998 2001/2002 : : Car RE 1 
model named the “Squat Machine”, which pre- 
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dicts the average squat at speed for five classes 
of ships in both the canal and lake sections of 
the Seaway. 

The study concluded that on the lakes and 
open waters, the ship squat measure is very 
close to the standard the Seaway is presently 
using, while in some areas of the canals, squat 
at high speed can infringe on the 30 cm addi- 
tional depth needed for ship manoeuvrability. 
At the current draft, the squat allowance leaves 
an adequate safety margin to compensate for 
variations in Seaway bottom. Draft cannot be 
increased without changing the channel condi- 
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tions, either by reducing speed in shallow areas 
or cleaning up the channel bottom, or both. 

The SLSMC has begun preparations for 
achieving a draft increase to 26’6” (8.05 m) in 
2003. Channel maintenance work to level high 
spots in the Hamilton and International Tangents 
will be carried out in the fall; the South Shore 
Canal and areas of the Welland Canal will also 
be cleaned up. We are looking at the feasibility 
of dredging to increase channel depth in the 
South Shore Canal, which would bring all 
Seaway channels to the same minimum depth. 

In addition, the squat curves developed by 
Université Laval will be incorporated into the 
Seaway’s water level spreadsheet to identify 
areas where a ship at deeper draft would be 
required to reduce speed. If favourable water 
levels continue in the rest of the system, and 
the other work is completed, new draft parame- 
ters could be introduced with the implementa- 
tion of mandatory AIS in the 2003 season. AIS 
must be in place to monitor and enforce ship 
speed reductions in the shallower areas. 


Vessel Self-Inspection 


At the opening of the 2000 season, SLSMC 
introduced a program that allows ISO/ISM-certi- 
fied companies to carry out their own inland 
vessel inspections for Seaway requirements. 
SLSMC ship inspectors carry out random spot- 
checks of self-inspected vessels throughout the 
season. 

During the 2001 navigation season, four 
companies operating 74 ships participated in 
the self-inspection program. The Seaway was 
also used by 19 non-participating inland ships. 
Two inland companies, however, 
have suggested that, despite the con- 
venience of the program, the costs 
involved in self-inspection place 
them at an economic disadvantage in 
comparison with non-participating 
companies. SLSMC is reviewing the 
program and considering a change in 
inspection frequency and procedures 
to provide a level playing field. 


Factors used to establish 
under keel clearance requirements 


Lock Operations 

New tie-up and cast-off procedures intended 
for greater efficiency have been developed and 
tested. Safety concerns about the new proce- 
dures were raised by the Union, and SLSMC 
invited Human Resources Development Canada 
(HRDC) to observe lock operations first hand in 
Maisonneuve and Niagara regions. The site 
visits took place in April and May 2001, and 
were attended also by inspectors from Trans- 
port Canada (TC) Marine Safety. 

Following the site visits, HRDC issued a 
Safety Direction covering the availability of safety 
equipment, rescue services, rescue training, and 
structural upkeep as it affects employee safety. 
The SLSMC Safety Committee undertook an audit 
of all locks and lock walls to identify and deal 
with any uneven surfaces, and provision was 
made for life jackets, which employees working 
on the locks are to wear at all times. The SLSMC 
has appealed the direction for ladders in the 
locks and the requirement for a signaller during 
mooring and casting off. SLSMC is proposing 
alternate methods of meeting the need of lad- 
ders, and testing a new tow hook that could 
ensure the mooring procedure is safe regardless 
of the number of persons on the lock crew. 


Maintenance and 
Asset Renewal 


Asset Renewal Plan 


The five-year Asset Renewal Plan (part of 
the Management, Operations and Maintenance 
Agreement with the government) calls for a total 
expenditure of $126 million to safeguard day-to- 
day operations and the long-term integrity of the 
Seaway’s infrastructure and equipment. $24.5 
million was spent in 2001/02, the fourth year of 
this plan, bringing the expenditure so far to $99 
million or just under 80% of the overall total. 

As part of preparations for the next five- 
year business plan, SLSMC has identified its 
future asset renewal requirements to ensure that 
the objectives of both the Corporation and the 
government are met. Among other issues, we 
have identified the need for major rehabilitation 
of the Montreal and Beauharnois locks towards 
the end of this decade due to alkali-aggregate 
reaction in the concrete. A feasibility study is 


also underway to evaluate hydraulic options in 
place of further rehabilitating mechanical equip- 
ment across the system. Hydraulic equipment 
could be more cost-effective as well as being 
simpler and safer to operate and maintain. 
Discussions with Transport Canada (TC) will 
finalise the new plan over the coming year. In 
the meantime, TC has hired Consulting and Audit 
Canada to carry out a due diligence review of 
our proposed plan, broken down into specialised 
areas such as geotechnical, concrete restoration 
(alkali-ageregate reaction), bridges, hydraulics, 
breakdown and equipment operation. 


Reliability and System Uptime 
The Reliability Index is a measure SLSMC has 
used for the last four years to track the condi- 
tion of the infrastructure. The index improved 
from 3.01 last year to 3.08 this year, showing 
continued progress under the management of 
the Corporation. 

While the Reliability Index deals with the 
longer-term performance of the system, we 
have put in place a short-term system perfor- 
mance measure, based on the time lost due to 
equipment breakdown for the current season. 
This uptime indicator improved from 99.58% in 
2000/01 to 99.68% in 2001/02. 

A task force was active in the past year to 
re-map our project and contract process, aligning 
it to the re-organised infrastructure maintenance 
process organisation. The improved process will 
streamline project planning, budgeting and man- 
agement, leading to higher efficiency in asset 
renewal. Building on the success of the project 
process, another task force was launched in the 
latter part of last year to review the internal 
maintenance process. The team is expected to 
complete its mandate by late fall of 2003. 


Bridge 11: Swift, Effective 
Response to Emergency 

In the evening of August 11, 2001, the freighter 
Windoc came into contact with Bridge 11 on the 
Welland Canal, causing substantial damage both 
to the ship and to the bridge. The Windoc came 
to a stop some 700 metres downstream from the 
bridge. Bridge 11 was disabled and left in a near- 
lowered position, blocking ship passage and 
heavy road traffic, some 11,000 vehicles a day. 


With excellent co-operation from everyone 
concerned, SLSMC was able to reopen the Canal 
to ship traffic within 48 hours. Emergency 
repairs enabling the bridge to be raised and 
lowered safely were completed in four days. 

To reduce hardship locally, SLSMC and the 
insurance company agreed to make the final 
bridge repairs immediately. 

The job was complex and difficult, 
demanding meticulous planning, timing and 
execution. Among other constraints, the bridge 
had to remain operational to permit workers, 
materials and equipment to reach the work 
area, while not interrupting ship traffic. To 
maintain bridge balance, all concrete, steel, 
debris, equipment, scaffolding and other mate- 
rials removed or brought on the bridge had to 
be weighed. The lightweight concrete used in 
the original structure had to be replicated 
through a series of tests. 

The repairs started on Tuesday, October 9. 
Vessel traffic was delayed only twice during the 
five weeks of construction by approximately 
one hour, for placement of concrete and asphalt 
on the deck. A total of 15 tonnes of structural 
steel, 25 m? of lightweight concrete, 3 tonnes of 
reinforcing steel, 10 tonnes of asphalt, and 220 
m? of steel decking were used. 

The work was completed a full week 
ahead of schedule and the bridge opened to 
road traffic on November 16, 2001. SLSMC 
thanks Diamond Stonebridge Contracting, 
Blenkhorn-Sayers Structural Steel, the other 


Damages to Bridge 11 


trades and the Niagara Region staff for the 
high level of skill, teamwork and dedication 
shown on this project. 


Winter Works Program 


Each winter, major components of the Seaway 
infrastructure are overhauled during the eleven- 
week shutdown period. Unlike the winter of 
2000, the weather had a positive influence on 
costs and schedules. 


More than 40 projects were completed by 


contract over the course of the winter, at an 
under-budget cost of $15 million. Seaway 
employees carried out a number of winter 
works projects as well, in addition to regular 
preventive maintenance and inspections. 


Major Winter Projects 
Maisonneuve Region 


Gate quoin rehabilitation and re-tensioning of 
gates at Cote St. Catherine Lock 

Grouting of cracks in Beauharnois Locks 
Repairs to piers and counterweights of 
Bridges 2 and 3 

Replacement of ice flushing valve at Côte St. 
Catherine Lock 

Replacement of electric control panels at St. 
Lambert Lock 


Niagara Region 


_ the Flight Locks 


Bank stabilisation in Reach 2 and Long Reach 
Gate painting and repair at Lock 8 

Concrete repair to lock wall at Lock 4 
Mechanical rehabilitation of lock gates and 
valves 

Rehabilitation of mechanical drive of Bridge 21 
Replacement of substations at Lock 1 and 
Bridge 11 

Replacement of operator interface system on 


rity and 

Planning 

SLSMC completed a corporate 

assessment. The report identified 
protective measures should be 

rities for the development of 

as well as defining the manage- 
k for the Corporation. 

it, a corporate security policy was 

1e St. Lawrence Seaway 


Management Corporation is committed to main- 
taining a safe and secure working environment, 
which is essential to the overall success of the 
Corporation. Therefore, the SLSMC will take 
every reasonable measure to ensure that risk to 
employees, information holdings and physical 
assets are minimized.” To follow through on the 
policy, a series of appropriate and cost-effective 
safeguards were to be implemented over a four- 
year period; however, the events of last 
September 11 have accelerated that schedule. 

The security of the ships transiting the sys- 
tem has emerged as an important concern since 
last fall. All the key system stakeholders and 
appropriate security organisations — both Seaway 
Corporations, Transport Canada, Transport Que- 
bec, the U.S. and Canadian Coast Guards, the 
pilotage agencies, the police organisations, and 
many others — have together developed a com- 
prehensive marine security plan for the system. 

A non-marine enhanced security plan, with 
a budget estimate of $4.7 million, was submitted 
to the government outlining our land based 
security approach. The recommendations were 
presented to Transport Canada who has a man- 
date to co-ordinate these efforts with various 
federal departments and agencies. The 
December federal budget provided a level of 
funding for such measures; the assessment with 
central agencies is under review. 

Among other activities, SLSMC established a 
Corporate Security Committee, which reviewed 
and updated security guidelines and developed 
corporate standards for signage, fencing, and 
closed circuit cameras. Access control has 
been upgraded in all locations and a disas- 
ter recovery plan has been initiated, along 
with a security awareness program for 
employees. Procedures for dealing with 
biological agents and bomb threats are in 
place. Other projects underway include 
site mapping, a fencing upgrade, a securi- 
ty camera upgrade and a guard tour 
tracking system. 


Environmental Projects 


The major achievement on the environ- 
mental front last year was the adoption 
. of new measures developed jointly 

: with SLSDC to guard against the intro- 


duction of aquatic nuisance species in the 
Great Lakes/Seaway System. 

All vessels using the Seaway must now 
comply with one of the following codes: 


* the Shipping Federation Code of Best Practices 
for Ballast Water Management (ships that 
have operated outside the Canada-U.S. exclu- 
sive economic zone) 

e the Voluntary Management Practices to 
Reduce the Transfer of Aquatic Nuisance 
Species Within the Great Lakes by U.S. and 
Canadian Domestic Shipping of the Lake 
Carriers Association and the Canadian 
Shipowners Association (all other shipping) 


SLSMC’s Practices and Procedures have 
been amended accordingly, and compliance will 
be monitored. 


Administrative and Human 
Resources Matters 


Labour Agreements 


Collective agreements were reached with the 
aid of an HRDC conciliation officer and signed 
on November 26, 2001, with the Canadian 
Automobile, Aerospace and Transportation 
Workers, representing the Operational and 
Maintenance and the Supervisory Group Locals 
of the Seaway. The three-year agreements 
covering these 500 employees extend to 
December 31°", 2003. 

During these negotiations, new salary and 
wage scales were introduced, based on the 
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Joint Job Evaluation system developed in the In March 2002, a survey of all SMART pro- 
previous years. In line with the Seaway’s succes- gram stakeholders (managers, supervisors 
sion plan, it was also agreed to place more professionals) indicated that eee 80% of | 
emphasis on promotion from within the _ respondents “agreed or somewhat agreed” that 
Corporation. A technical trades subcommittee : the SMART process provides a structure that 
will be informed of upcoming retirements with-  : increases employee understanding of and con- 
in the Seaway Trade ranks and will explore tribution to achieving corporate objectives and 
employee development avenues. goals.This indicates that we are on the right 

; track in continuing to integrate the process 
Job Evaluation : into our management practices. 


During the past three years, a nine-member Joint 


Job Evaluation Committee, with representation Succession Planning 


from operations and maintenance, supervisory : Some 25% of Seaway employees will become 
and salaried groups, led by an experienced classi- eligible to retire between now and 2005. 
fication and compensation consultant, developed | Succession planning, naturally, has become one 
a classification system for the SLSMC. When the Of the Corporation’s chief priorities. 

evaluation project was completed, a consulting The principal objective of the succession 


firm specializing in the field of compensation 
was retained to develop competitive salary 


scales. 
The new classification levels and wage YEAR OF REVIEWS, TESTS 
scales took effect on January 1, 2002. AND REPORT CARDS 


The ratings of some jobs have changed 
as a result of the evaluation project. 
Employees whose jobs have been reclassified 
at a lower level will retain their previous 
compensation and will benefit from future 
general increases while they remain in those 
positions. In addition, a review process has 
been put into place for employees who have 
concerns about their new job classification. If 
criteria for a review are met, information is 
gathered from employees and the Joint Job 
Evaluation Committee rules on the rating. 


ur agreement with the Canadian 
/ Government requires pare Week 


SMART Performance Management 


The SMART performance management system 
is one of the most important management 
tools the Corporation uses. It aligns work 
planning, execution and improvement activi- 
ties with the organization’s business process 
approach. Helping managers to learn how to 
make SMART work continued in 2001/02. 
Emphasis has been placed on applying the 
systematic opportunity SMART provides for 
supervisor-employee dialogue, setting direc- 
tions and expectations, and the follow-up 
loop of recognizing achievements and con- 
structively discussing improvements. 
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planning program is to ensure that the 
Corporation will have, at all times, at least one 
employee in its ranks suitable for promotion 
into each key position when it becomes vacant. 
All of the key positions have now been identi- 
fied, in consultation with the various manage- 
ment teams, as have potential successors to 
these positions. We are now proceeding with 
individually tailored training plans, and looking 
at integrating succession planning for the Trades 
into our program as well. 

Succession planning remains a dynamic 
and continually evolving process; our plans are 
revisited each year to ensure they remain 
responsive to 
changing cir- 
cumstances 
and the 
changing 
needs of the 
Corporation. 


Employee 
Health and 
Safety 


The frequency 
rate for acci- 
dents in 2001 is 
slightly above 
the results of 
calendar year 
2000. In gen- 
eral, the severi- 
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ty level for the year remains near the level of 
the previous two years. 

There was an increase in lost time acci- 
dents in the Maisonneuve Region; however, the 
Niagara Region continued to improve both in 
terms of frequency and severity. It reported 
three lost time accidents for the year, while 
Maisonneuve reported eight during the same 
period. No lost time injuries were reported at 
Head Office during the year. 

In an effort to lessen the number and 
severity of accidents, a number of activities 
have been evaluated and a new Safety program 
developed for 2002. The Safestart program 
focuses on the individual worker’s behaviour in 
completing daily tasks. The program was test- 
ed in the Maisonneuve Region and will be 
implemented across the Corporation. Other 
initiatives will continue and additional training 
sessions are planned for areas with unsatisfac- 
tory records. 

A number of new health and safety poli- 
cies, including investigation procedures for 
accidents/incidents and work refusal related to 
safety conditions, have been completed and in 
the majority of cases alignment has been 
achieved between operating groups in the two 
Regions. 


Governance 


“he St. Lawrence Seaway Management 

Corporation is governed by a nine-member 
Board, which meets as frequently as necessary 
to set and oversee the direction of the 
Corporation and review financial results. Their 
ultimate responsibility is to secure the long-term 
viability of the SLSMC, and of the Seaway as an 
integral part of Canada’s transportation infra- 
structure. To this end, the Board ensures that 
our operations will establish credibility with cus- 
tomers and the Saint Lawrence Seaway 
Development Corporation by providing high 
quality; efficient service to all users without 
preference, fostering the competitive advantages 
of the Seaway, and ensuring a safe environment 
for our employees and customers. 

As part of its stewardship of the 
Corporation, the Board has responsibility for 
strategic planning, risk management, succession 
planning, communications policy, and the 
integrity of the Corporation’s internal control and 
management information systems. It also defines 
the limits of management's authority, account- 
ability, and rules on any activities or expendi- 
tures, which vary from or are not foreseen in the 
business plan or in the Corporation’s formal 
agreements with Government or other parties. 

Through the Governance ao 
Committee, which also admin- | 
isters the Code of Conduct, 
the Board ensures that the 
Corporation’s annual objec- 
tives reflect its commitments 
under the business plan, the 
Letters Patent, and the 
Canada Marine Act, and 
ensures that no conflict of 
interest arise. This Committee 
also oversees aid reports to 
the Board on the systems that 
manage the p#imeipal risks of 
the business, ifeluding envi- 
ronment, sche@uled mainte- 
nance and ocdiipational 
health and safe" 


The Human Resources Committee ensures 
the development of succession plans for all 
senior management positions, evaluates the per- 
formance of senior executives, reviews and 
fixes senior management salary and compensa- 
tion policies, and oversees the performance of 
the Corporation’s pension plan. 

The Audit Committee, responsible for 
reviewing financial statements and for audit of 
the Corporation, also evaluates accounting and 
financial reporting policies, systems and internal 
controls. 
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Financial Summary 


OVERVIEW 


+ review of the Corporation’s financial condition and 
operating results after its fourth year of operation should 
be read in conjunction with the financial statements on the fol- 
lowing pages. The results of 2002 cover the period from 

April 1, 2001 to March 31, 2002 while the comparative results 
cover the period from April 1, 2000 to March 31, 2001. 


FINANCIAL RESULTS 


e financial results for the fiscal year 2001/2002 were sig- 

nificantly affected by the general economic slowdown in 
the North American economies, which translated into reduced 
revenues from shipments of cargo to and from the Great 
Lakes/Seaway System. As a result, the excess of expenses over 
revenue before special examination costs, transaction costs 
and contribution from the Capital Fund Trust amounts to 
$14.625 million in the current fiscal year compared to $4.014 
million for 2000/2001. The change in net operating results of 
$10.611 million is the consequence of a reduction in revenue 
of $11.536 million, while expenses decreased by $.925 mil- 
lion in the same period. 


The Corporation incurred $259,000 for the Special 
Examination and the amount is included in the contribution 
receivable from the Capital Fund Trust for operating expenses. 
In addition, the Corporation disbursed $144,000 in transac- 
tion costs during this fiscal year for the transfer of employee 
pensions from the Public Service superannuation plan to the 
Corporation’s pension plan; these costs are refunded to the 
Corporation from the Capital Fund Trust. 


The contribution from the Capital Trust Fund of $12.910 million 
for 2001/2002 compares with $2.307 million for the previous 
fiscal year; the elements included in the contribution are fully 
disclosed in the Notes to the Financial Statements (note LL): 


The contribution from the Capital Fund Trust is treated as 
revenue to bring the final results for 2001/2002 to an 
excess of expenses over revenues of $2.118 million com- 
pared to the excess of expenses over revenue of $1.821 
million for the previous fiscal year. 


SPECIAL EXAMINATION 


Te Corporation, as required by paragraph 87(1) of 
the Canada Marine Act, carried out a Special 
Examination of its financial and management control and 
information systems and management practices. In accor- 
dance with paragraph 87(2), the Special Examination is to. 
be carried out at least every five years and the Corporation 
elected to do so in year four. 


Overall, the Special Examiner found that the Corporation 
has the key systems and practices necessary to safeguard 
its assets, manage its resources in an economical and effi- 
cient manner, and carry out its operations effectively. 
Therefore, the Special Examiner expressed the opinion 
that during the examination period, given the criteria 
established, there is reasonable assurance that there are 
no significant deficiencies in the systems and practices. 


RESULTS OF OPERATIONS 


Revenues 


otal revenues for 2001/2002 amounted to $64.495 
Eire compared to $76.031 million for 2000/2001. 
Tolls, which account for over 96% of all revenues, 
reached $62.025 million, a decline of $11.358 million or 
15.5% over the previous fiscal year. (Reasons for decline 
in toll revenue are covered in President's message and in 
Traffic section.) 
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2002 
Tolls $ 62,025 
Wharfage and other 
navigation revenues 1,360 
License fees 866 
Investment income 219 
Gain on disposal of assets 25 
ee a . | $ 64,495 
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Actual 
2001 % 
$ 73,383 (15.5) 
1,208 12.6 
1,015 (14.7) 
371 (41.0) 
54 (53.7) 
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Financial Summary 


The revenues from other navigation activities and license fees 
reached $2.226 million in 2001/2002, compared to $2.223 
million for the previous year. 


The investment revenue of $0.219 million this year compares 
to $0.371 million in 2000/2001. The management of funds 
generated from current operations is subject to terms estab- 
lished by the Capital Fund Trust, which was created as of 
October 1, 1998, upon the transfer of Seaway responsibility 
to the Corporation. All funds in excess of short-term 
requirements are transferred to the Capital Fund Trust for 
reinvestment. The decline in investment revenue for the fis- 
cal year 2001/2002 is attributed to the general reduction in 
short-term investments during the fiscal period. 


Expenses 


The Corporation shows a slight reduction in operating 
expenses over the previous fiscal year, despite a series of 
unforeseen events such as the high cost of an early opening, 


the current year, compared to $23.398 million for the fiscal 
year 2000/2001. Cross reference for more details on pages 16 
and 17. 


The amortization of capital assets decreased by $38,000 to 
$3.154 million in 2001/2002 compared to $3.192 million 
recorded for the previous year; the expense is consistent 
with the accounting policy described in note 4d) of the Notes 
to the Financial Statements. 


Liquidity and Capital Resources — Cash Flow 


For 2002, the cash flows from operating activities decreased 
by $4.075 million compared to an increase of $0.554 mil- 
lion in 2001. The net cash inflow from revenues and 
expenses, including the contribution from the Capital Fund 
Trust, is $1.705 million and represents the cash reimbursed 
for the net acquisition costs of Capital Assets. 


The Corporation obtains its current operating working capi-. 
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; Se tal from the Capital Fund Trust in accordance with the Trust ‘a 
heightened security needs, a major accident in the Welland a a 
; ee Agreement; during the 2001-2002 fiscal year $7.501 million : 

Canal and finally, a steep increase of 269% in its insurance e ' ; Z 
, of the amount receivable was paid by the Capital Fund Trust. 2 
premium costs. The operating expenses for management and ‘4 
operation of the Seaway infrastructure amount to $53.216 The funds were used as follows: | 4 
million, a reduction of 0.4% compared to the operating = 262033 inillien fo reduce cube Wom a 
expenses of $53.455 million for the previous fiscal year. $18,009 million at March 31, 2001 to $13,076 million ‘4 
Salaries, wages and benefits, which account for 84.9% of the at March 31, 2002: $.582 million to increase the non- ÿ 
current year’s operating expenses, have decreased by $0.525 cash cucrentasses As al March’ 3 2002: 3 
million to reach $45.190 million in 2001/2002. The other | eae : 
manageable expenses totalled $8.026 million for 2001/2002, ¢ — $1.046 million to fund a long-term commitment with i 
compared to $7.740 million in the previous year; the the Receiver General for Canada; 1 
2001/2002 results were affected by the higher cost of insur- ¢ $0,940 million to increase the cash position, to close À 
ance during the period, while savings from rental of equip- with $1.394 million on hand. a 
ment and lower communications costs limited the overall 3 
increase to $0.286 million. a 
à 

The asset renewal program, representing the cost of mainte- } 
nance and major repairs of locks, canal bridges, buildings 4 
and other infrastructure assets, totaled $22.750 million for 4 
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2002 2001 
Tolls $ 62,025 $73,383 
Other navigation revenue 1,360 1,208 
License fees _ 866 1,015 
Investment income 219 ag 
_ Gain on sale of capital assets 25 54 
64,495 76,031 
Expenses 

Operating 53,216 53,455 
Asset renewal 22,750 23,398 
Amortization of capital assets 3,154 3,192 
79,120 80,045 

Excess of (expenses over revenue) 

revenue over expenses before the undernoted (14,625) (4,014) 

Departure incentives = A 
Special Examination (259) : 

_ Transaction costs (144) (114) 
Contribution from Capital Fund Trust 12,910 2,307 
Net excess of (expenses over revenue) . 
| revenue over expenses  $ (2,118) $0,821) 
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he accompanying financial statements of The St. Lawrence Seaway Management Corporation and all information in 
this Annual Report are the responsibility of management. 


The financial statements have been prepared by management in accordance with generally accepted accounting principles 
consistent with the accounting policies set out in the notes to the financial statements. Where necessary, management has 
made informed judgements and estimates in the recording of financial transactions. Information contained elsewhere i in 
the Annual Report is consistent, where applicable, with that contained in the financial statements. 


In fulfilling its responsibilities, management has developed and maintains systems of internal control designed to provide 
reasonable assurance that the Corporation’s accounting records are reliable and provide a sound basis for the prepara- 
tion of the financial statements. Policies and procedures are designed to ensure that transactions are appropriately autho- 
rized and assets are safeguarded from loss or unauthorized use. 


The Board of Directors carries out its responsibility for review of the annual financial statements principally through the 
Audit Committee. The Board of Directors has appointed an Audit Committee consisting of three outside directors. 


The Audit Committee meets during the year, with management, the internal and external auditors, to review any significant 
accounting, internal control and auditing matters to satisfy itself that management responsibilities are properly discharged 


and to review the financial statements before they are presented to the Board of Directors for approval. 


The external and internal auditors have full and free access to the members of the Audit Committee with and without the 
presence of management. 


The independent auditors Deloitte & Touche LLP, whose report follows, have audited the financial statements. 


Guy Véronneau | Carol Lemelin 
President & CEO Vice-President, Finance and Administration 


Cornwall, Ontario 
May 3, 2002 
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To the Members of 
The St. Lawrence Seaway Management Corporation 


LL e have audited the balance sheet of The St. Lawrence Seaway Management Corporation as at March 31, 2002 and 
the statements of revenue and expenses, changes in net assets and cash flows for the year then ended. These 
financial statements are the responsibility of the Corporation's management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the Corporation 
as at March 31, 2002 and the results of its operations and its cash flows for the year then ended in accordance with 


Canadian generally accepted accounting principles. As required by the Canada Corporations Act, we report that, in our 
opinion, these principles have been applied on a basis consistent with that of the preceding year. 


Delite # “Tack Lc 


Chartered Accountants 


May 3, 2002 
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Tolls | | | $ 62,025 $ 73,383 
Other navigation revenue ; 1,360 ean wih: 
License fees | at | 866 1,015 
Investment revenue 219 371 
Gain on sale of capital assets | | à 4 | a 125 ° 54 


Expenses © : FES 
Operating , 753,216 
Asset renewal 22,750 


Amortization of capital assets 


Excess of expenses over revenue before special 
examination costs, transaction costs and contribution 


from Capital Fund Trust (14,625) 

_ Special examination costs (259) 

Transaction costs (Note 13) (144) 
Contribution from Capital Fund Trust (Note 11) 12,910 


FINANCIAL STATEMENTS APPROVED BY THE BOARD 


Du ee 


Denise Crau Te Guy Véronneau 


Director — Director 


(See accompanying notes to the financial statements.) 
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Current assets 


Cash | | $ 1,394 $ 454 
Accounts receivable (Note 5) 4,121 4,183 
Supplies inventory | 2,340 2,238 
Prepaid expense | 934 392 


É Due from Capital Fund Trust (Note 6) 31,550 39,051 
| Capital Assets (Note 7) 12,290 13,714 
Due from Employee Termination Benefits Trust Fund (Note 9) 13,283 12,502 
Accrued Benefit Asset (Note 8) ÿ 2,776 2,696 


_ Current liabilities 


Accounts payable and accrued liabilities (Note 5) 10,234 15,563 
$ Employee Benefits Payable 1,424 1,359 
Due to Employee Termination Benefits Trust Fund (Note 9) 390 | 16 
Deferred revenues 1,028 1,071 


Employee Termination Benefits 13,283 12,502 


Due to Receiver General for Canada - | 1,046 
Accrued Benefit Liability (Note 8) 15,472 14,698 


Net assets 


Invested in capital assets 12,290 13,714 
© aie icontibution of Canada (Note 10) 36,000 36,000 
| bon to Capital Fund Trust (Note 1) (24,000) (24,000) 
Contributed capital (Note 12) _ sO CCE 3261 
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Net inflow (outflow) of cash related to the following activities: > sk 
Operating | ; a ie = sa 
Excess of expenses over revenue Fe ; ee $ (2,118) pik Bae (1821) a3 . | 
Items not affecting cash | Fe. À ne | | cr | : : saul 
Amortization of capital assets a MO AT PCR Lee + | Re 3192 ro er er 
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Employee future benefits variance 


Changes in non-cash operating working capital items 
Increase in employee termination benefits 


Decrease in due to Receiver General for Canada 


Investing | | | | Ne a 
Decrease eo in due from Capital Fund Trust | 217,501. re | (1,065) | = a 
Increase in Employee Termination Benefits Trust Fund = =n ; (781) APN) : ; 
Acquisitions of atl assets ; | re ‘LR 7 : (763) A Fra | (1,677) ; 

_ Proceeds from disposal of capital assets Le ule _ 94 Fa 
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Stateme 


nt of Changes in Net Assets — 


Secured Contribution 


Invested in Contribution 
Capital Assets of Canada 


Balance, beginning of year $ 13,714 $ 36,000 $ (24,000) $ 3,261 ¢ “ 


Excess of expenses 
over revenue | . 


Net investment in 


capital assets 1,730 oe 


Employee future 
benefits variance | à 2 


Amortization of capital assets (3,154) -* 


"1. INCORPORATION 


Ti; St. Lawrence Seaway Management Corporation (the 
Corporation) was constituted as a not-for-profit corpo- 
ration under Part II of the Canada Corporations Act, on 

July gth 1998. Pursuant to an agreement with her Majesty, 
certain assets of The St. Lawrence Seaway Authority (SLSA), 


_ a Crown Corporation, were transferred effective October 1, 


1998, to the Corporation. These assets relate to the opera- 
tion of The St. Lawrence Seaway comprising a deep water- 
way between Montreal and Lake Erie (the Seaway). As a 
result of a further agreement with the Minister of Transport, 
the Corporation assumed responsibility for the management, 
operation and maintenance of the Seaway for a period of ten 
years (renewable for a further ten years). 


The transferred assets included all of the movable capital 
assets, intangibles and working capital of SLSA. Ownership 
of the real property, locks, bridges, buildings and other fix- 
tures was transferred to the Government of Canada on wind- 
up of SLSA. 


to Capital 
Fund Trust 
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Contributed Operating Total 


Deficit 2002 


$ 28,975 $ 30,796 


COMITE) (2,118) (1,821) 


(1,730) - ; 


On wind-up of SLSA, a trust was created to fund the accumu- 
lated entitlement of the Seaway employees who were to be 
transferred to the Corporation, in respect of their vested ter- 
mination benefits, known as The Employee Termination 
Benefits Trust. 


Furthermore, on wind-up of SLSA, the surplus funds of the 
Corporation were transferred to a second trust created for 
the purpose of funding future deficits arising from the oper- 
ation and maintenance of the Seaway. This trust, the Capital 
Fund Trust, was created on October 1, 1998 with a capital of 
$29,401. The current assets and current liabilities of SLSA 
as at that date were transferred to the new corporation with 
the requirement that the net proceeds from realization of 
accounts receivable, after discharging the transferred debts 
of SLSA, would be paid into the Capital Fund Trust on a 
quarterly basis. 


Immediately following the transfer of assets to the 


Corporation from SLSA on October 1, 1998, pursuant to a 
directive from the Minister of Transport, the Corporation 
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transferred $24,000 to the Capital Fund Trust to increase the 
funds available to $53,401 to fund future operating deficits 
in accordance with the terms of the Management, Operation 
and Maintenance Agreement. Transfers of funds to the 
Corporation to cover future deficits as they occur will be 
accounted for as revenue in the statement of revenue and 
expenses. 


The Corporation is the Trustee for both of these trusts. 


The navigation season of the Seaway is a period of approxi- 
mately nine months commencing around the beginning of 
April each year and ending about the end of December. As a 
consequence the revenue is earned in the first nine months 
of the fiscal year (which begins on April 1) while most of the 
maintenance and asset renewal costs are incurred during the 
period of time when the Seaway is closed (January to 
March). 


2. OPERATING AGREEMENT 


Te Corporation was mandated to manage, operate and 
maintain the Seaway in accordance with a Management, 
Operation and Maintenance Agreement, which requires the 
Corporation to submit five-year business plans throughout 
the term of the agreement, to the Minister of Transport. The 
business plan includes anticipated revenues and operating 
costs and an “Asset Renewal Plan”. The Corporation is _ 
authorized to charge tolls and other revenues to finance the 
operation and maintenance of the Seaway, and to recover 
from the Government of Canada such additional funds, to 
eliminate operating deficits when required, in accordance 
with the terms of agreement. 


The above agreement also provides for the formation of a 
"Capital Committee" comprising two representatives of the 
Corporation and two representatives of the Crown who will 
review annual plans for the capital, maintenance and asset 
replacement requirements of the assets under administration 
of the Corporation. The Committee reviews the Asset 
Renewal Plan each year and determines if it is appropriate 
or whether any changes are warranted. 


3. CORPORATION'S 
RESERVE ACCOUNT 


he Corporation is mandated under the Management, 

Operation and Maintenance Agreement to establish a 
notional reserve account. The account is increased in 
respect of recoveries of operating costs incurred by the 
Corporation, through government contribution, insurance or 
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indemnity, as well as favourable variances in operating costs 
and asset renewal costs between those incurred in any year 
and the projected costs according to the business plan. The 
notional reserve is reduced by unfavourable variances in 
actual operating costs and other adjustments. The notional 
reserve is to be used as an indicator of the amount by which 
future toll increases may be adjusted, when taking into 
account the future operations of the Seaway, as evidenced by 
the Corporation’s business plan. The Corporation's notional 
reserve as at 2002 is $12,057 (2001 - $8,475). 


4. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


Pe financial statements have been prepared in accor- 
dance with Canadian generally accepted accounting prin 
ciples. A summary of significant accounting policies follows: 


a) Revenue 


Toll revenue and other service charges are recognized as 
revenue when earned. 


b) Supplies inventory 

Supplies inventory comprises equipment and supplies used 
in the operation and maintenance of the Seaway. It includes 
spare parts which were transferred to the Corporation on 
October 1, 1998. Certain parts were transferred at nominal 
value. Supplies are recorded at average cost. 


c) Income taxes 


The Corporation is exempt from income tax under section 
149(1) (D of the Income Tax Act. 


d) Capital assets 

Capital assets of the Corporation consist of temporary struc- 
tures, movable assets such as motor vehicles; small vessels 
employed in the operation of the Seaway; office furniture and 
equipment, including computers and related software. Such 
assets are capitalized if they have an initial cost of at least 
$3,000 (three thousand dollars). 


Additions are recorded at cost. The cost of assets sold, 
retired or abandoned, and the related accumulated amorti- 
zation are removed from the accounts on disposal. Gains or 
losses on disposals are credited or charged to operations. 


Amortization is recorded using the straight-line method 
based on the estimated useful service lives of the assets. 


The Corporation treats all major maintenance and refurbish- 
ment costs, as well as any additions to existing capital assets 
of the Seaway which were transferred to Canada on the wind- 
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up of SISA, (defined as “existing managed assets,”) as oper- 
ating costs. 


€) Employee termination benefits 


Employees of the Corporation are entitled to specified bene- 
fits as provided for under labour contracts and conditions of 
employment. These benefits include accumulated sick leave 
and furlough leave which are payable upon termination of 
employment. Usually, the benefits correspond to the greater 

_ of a week’s salary (two weeks for the first year of service) 
for each year of service, up to a maximum of 28 weeks or 

75 % of the balance of the employee’s accumulated sick 
leave days. Employees are allowed 15 days of sick leave per 
year. The liability for benefits is recorded in the accounts as 
the benefits accrue to the employees. 


f) Pension plan 

All former employees of SLSA who were transferred to the 

~ Corporation on October 1, 1998 are covered by the Public 
Service Superannuation Plan administered by the 
Government of Canada for service up to March 31, 1999. 
The Corporation has established its own defined benefit pen- 


sion plan and employees were allowed the option of transfer- | 


ring their entitlement to the new plan or remaining with the 
Public Service Superannuation Plan. New employees, effec- 


ei eal 


Net balance, beginning of year 
SLSA post employment benefit obligation 
Settlement of workers compensation liability 


Net set off of opening accounts receivable 
and accounts payable 


Operating cash requirement 


Contribution receivable for operating expenses 


bts TRS ES eats DR BR ae 


tive April 1, 1999, become members of the Corporation's 
pension plan. 


The Corporation is not required to make contributions with 
respect to actuarial deficiencies of the Public Service 
Superannuation Plan. 


5. ACCOUNTS RECEIVABLE, 
ACCOUNTS PAYABLE AND 
ACCRUED LIABILITIES 


FE accounts are incurred in the normal course of 
business. They are usually receivable or payable within 
a month and are non-interest bearing. The carrying amount 
of each approximates fair value. 


6. DUE FROM CAPITAL 


FUND TRUST 
A Corporation has an amount receivable from the 
Capital Fund Trust to cover specific Seaway support oblig- 
ations such as the Corporation's deficits and other short-term 
cash requirements in accordance with the Trust Agreement. 


Changes in the balance due from the Capital Fund Trust at 
March 31, were as follows: 


2002 2001 
$ 39,051 $ 25,966 
- 12,020 
2 (1,046) 
196 (196) 
(20,607) - 
12,910 2,307 
, 31,550 Lvs Les SEP 
FAR eee en 29 he eae SS A , 2 
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Notes to the Financial Statements 


Annual 
Amortization 
Rate 
Information technology 
systems 20% 
Vehicles 10-20% 
Floating equipment 2-20% 
Machinery and 
office equipment 2-20% 
Infrastructure é 
equipment 2-20% 
Assets under 
construction - 


$ 14,962 


5,291 


4,334 


4,370 


6,472 
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Accumulated 
Amortization 


Net Book 
Value 


$ 3,787 


1,655 


1,116 


1,654 


2,716 


en ne on me pet ne ei ee ee lee ee et 


2001 


Value 


où de me nm ne pue mm me me nm ee mé mm ne me on mn eu me ne on me on mn one mé ou me on jen mn ose om den où mu nt on ut dut Den ont ue nee Det ont ne on vs je ju pue om on en mue ou ou ou nee Mes “owf ms nu mu mue me ee jee mutjen mnlnun on me ne non pus on men nf ie mue mue en © int nt jun on nt A pen le (om mon jee lon on on nt 


$ 5,508 


1,590 


ia ee 
1,609 


2,988 


ee er DU a a ei eae 
\f PE re ee age ie eee * 
= 2 


8. POST EMPLOYMENT BENEFITS 
a la Corporation has defined benefits pension plans for 


employees and also provides post employment benefits, 


other than pension including supplemental health and life 


Accrued benefit obligation 
_ Balance at beginning of year 
Current service cost (employer) 
Interest cost 
Member contributions 
Benefits paid 
Public Service Superannuation Transfer assumed 
Plan amendments 


EE loss 


insurance for retired employees. Information about the 
defined benefit plan and post employment benefits, other 
than pension, is as follows: 


Pension Supplementary Other 
Benefit Plan Pension Benefit Plan Benefits Plan 
$222,522 $ 129 $ 30,838 
3,903 40 1,047 
4,332 10 2,123 
1,489 - : 
(431) - (1,199) 
59,253 =] 7 
2,158 54 - 


(7,164) 60 
$ 86,06 page ; ; 


(2,309) 


Plan assets 
Fair value at beginning of year 
Return on plan assets 
Corporation contribution 
Public Service Superannuation Transfer 


Member contributions 


Benefits irae 


$ 23,291 $ - $ 12,000 
6,103 = È 
4,465 - 3,453 

59,253 ; : 
1,489 - - 
(431) - (1,199) 


Funded status plan surplus (deficit) 
Unamortized plan amendments 


Unamortized net actuarial loss 


$ 8,108 $ (293) $ (16,246) 
2,158 54 ; 
69 774 


(7,490) 


8. POST EMPLOYMENT BENEFITS cont'd 
Supplementary Pension Benefit Plan is grouped with 
accounts payable and accrued liabilities as funding of this 
plan is expected to occur in the next fiscal period. : 


me eee en ee ee ee et eee om et bee en ne on nom en ee on ou me et me me mu ee je ou un ee ee ee 


Discount rate 
Expected rate of return on plan assets 
Rate of compensation increase 


(Weighted average assumptions as of January 1, 2002) 


For measurement purposes, an 8% health care cost trend rate 
was assumed for 2002, decreasing gradually to 4.4% in 2007 
and remaining at that level thereafter. 


The expected rate of return on other benefits plan is 0% 
because the terms whereby the Employee Termination 
Benefits Trust Fund was established provide that all the 
income earned by the Trust Fund is to be transferred to the 
Capital Trust Fund. 


9. EMPLOYEE TERMINATION 
BENEFITS TRUST FUND 


the amount represents the funds set aside for the accrued 
employee termination benefits liability of the Corporation 
which is represented by the assets in the Employee 
Termination Benefits Trust Fund. 


10. SECURED CONTRIBUTION OF CANADA 


pon transfer of certain assets of SLSA to the Corporation 

on October 1, 1998, the Corporation signed a general 
security agreement with the Government of Canada covering all 
the assets of the Corporation, evidenced by a limited recourse 


re 


Excess of expenses over revenue 


Plus: Transaction costs 
Net capital asset acquisitions 
Gain on sale of assets 
Special examination costs 


Less: Proceed from sale of capital assets 
Post retirement benefits 
Amortization 


ICTR ON A Te 


‘Notes to the Financial Statements 


Significant assumptions 
The significant actuarial assumptions adopted in measuring 
the Corporation's accrued benefit obligations are as follows: 


ab des ant Ae oe ee eee LS 


Pension Supplementary Other Benefits 
Benefit Plan Pension Benefit Plan Plan 3 
6.75% 6.75% 6.75% 
6.75% 6.75% 0.00% 
3.50% 3.50% 


term promissory note with a face value of $36,000. The note 
is payable without interest on the earlier of (a) March 31, 
2018, and (b) the termination for any reason whatsoever, of 
the Management, Operation and Maintenance Agreement. 
Recourse by the Government of Canada is limited to a) the 
collateral as defined in the general security agreement; and b) 
the Hypothecated Property (as defined in the Deed of Movable 
Hypothec between the Corporation and SLSA); and set off 
against the Purchase Price (as defined in the Option 
Agreement between the Corporation and Her Majesty). 


11. CONTRIBUTION FROM 
THE CAPITAL FUND TRUST 


ez Corporation is entitled to a contribution from the Capital 
Fund Trust to fund the operating deficit in accordance with 
the Operations and Management Agreement. The contribution 


ais J bh Ive 4 ) 1 “ sen = .* vs . 
r) que À » à "À y à & he = = ; : Des a 
AS ae ee Se ee ae NP EN NT à pai dt ai PPT « 
Ada dent ee en, Ce eee ee eT Re ne ee Sd nue ju © ter ddr is taf 


is equal to the excess of expenses over revenue, increased by 4 
the net capital asset acquisitions in the period and transaction 7 
costs related to the commercialization of the Seaway adjusted 4 
for the non-cash items for amortization expense, the undepreci- a 
ated cost of capital assets disposed of, and the post retirement 4 
benefits variation. 7 
a 
2002 2001 | 
$ 14,625 $ 4,014 
144 114 
1,763 1,677 
25 54 
259 ; 
(58) (94) 
(694) (266) 
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12. CONTRIBUTED CAPITAL 


e amount recorded as contributed capital arose from 
the write-up of assets, other than capital assets trans- 
ferred from SLSA to the Corporation for one dollar ($1) on 
October 1, 1998, to their book value prior to transfer. 
Contributed capital is adjusted annually for the post retire- 
ment benefits variance. 


13. TRANSACTION COSTS 


Ee associated with the transfer of assets and operating 
responsibility of the Seaway from SLSA to the 
Corporation, as defined in the Management Operation and 
Maintenance Agreement, which are not anticipated to recur, 
have been separately charged to operations as transaction 
costs. 


14. RECOVERABLE EXPENSES 


n the normal course of business, the Corporation per- 

forms services for other entities and can be reimbursed 
for expenses incurred relating to maintenance and labour 
costs. In the current year, the total of expenses recovered is 
$3,488 (2001 - $3,380) which has been treated as a reduc- 
tion in operating expenses. 
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15. COMMITMENTS 


By at March 31, 2002, contractual commitments for cap- 
ital and other expenditures amounted to $5,115 
(2001 - $1,782). 


16. CONTINGENCIES 


a ibs Corporation, in the normal course of business, expe- 
riences claims for a variety of reasons. Claims out- 
standing at March 31, 2002 totalling $14,188 (2001 - 
$1,380) have not been provided for in the accounts. 
Management is of the opinion that these actions will not 
result in any material losses to the Corporation. Claims 
relating to operation and maintenance of the Seaway 
incurred by SLSA prior to October 1, 1998 became the 


obligation of Transport Canada. 


17. DIRECTORS' AND OFFICERS’ 
REMUNERATION (see page 38) 


18.COMPARATIVE FIGURES 


Wises of the comparative figures have been changed to 
conform to the presentation of the current year. 


Ge Re Re NP TR 


17. DIRECTORS' AND OFFICERS REMUNERATION 


As required by the Canada Marine Act, the remuneration earned by the directors and officers, in oe dollars, was as follows: 


 2)Directors' remuneration comprises a fixed fee 


July 1998 


Robert J. Swenor 


George H.Robichon 
Adrian D.C. Tew (R) 
Alan R. Holt 


Denise Verreault 


John E. E Misener (R) 
Marc Dulude 

Douglas Smith 

Jan MacGregor 


Nick Fox 


Agponntthent 
Date 


July 1998 


July 19982" > 
December 1999 


August 1998 


September 1998 - 


November 2000 


September 1998 
December 1999 


November 1998 
December 2000 
October 2001 


December 2001 
January 2002 


and a per diem | bas sed on à 


_ Committee and position 


Governance 
Human Resources 


Board © 
Governance 


Board 
Human Resources 


Board 
Human Resources 


Board 
Governance 
Audit 


Board 
Audit 


Board 
Human Resources 


Board 


Audit 


Board 
Audit 


Board 


Member 
Member 


Director 
Chairman 


Director 


Member 


Director 
Chairman 


Director 
Member 
Chairman 


Director 
Member 


Director 
Member 


Director 
Member 


Director 
Member 


Director 


ance at a m reetine ings of "+ e Boa yard a and its com mittees. 


Al Gath 


Remuneration 
in 2001/2002 


$ 25,000 
17,600 


19,600 


(R) - denotes members who have retired or resigned during the current year. 


“ty 


RAR b) Directors’ remuneratio: in resp ect of t respo sibi ities as me mbers of the Capi al Committee: 
| | Appointment ah Remuneration 
Bam e's Re nus he NaS Sic LA Ne 2 ms AR PMR ie ee preNrea 
Alan R. Holt January 2001 Chairman $ 5,000 
Douglas Smith January 2001 Member 4,200 


__ ©) Remuneration paid for the (8) officers, including remuneration as directors, was $1,209,037 
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